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Federal Election Commission

Office of Complaints Examination & Legal Administration
Attn: Donna Rawls, Paralegal

999 E Street, N. W.

Washington, DC 20463

Re: MUR 7109

DearNir Jordan: -
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' Tam wntmg o behalf'of Anthony Porténtino; the Anthony Portantmo Congressronal
Exploratory Comrmttee (the “Federal Commiffee”); and iAnthony Portantino for Senate 2016 (the
“State Cornmittee™) in regards the above-referenced matter. ‘We appreciate the opportunity to
provide this prehmrnary response to the complaint, for we belleve the transactions at issue can be
easrly explarned and the compiarnt swrﬁiy dlsmrssed I

. The complamt alleges that Mr. Portantinie ahd his’ campalgn commlttees violated 11
CFR 110. 3(d) by transferring $275,000 from his’ State Gommittee back-into his:Federal
Comnmittee. Although the complaint acknowledges‘that these “funds were rajsed originally under
the federal limits and source prohibitions,” it alleges — without any factual support — that
“Anthony Portantino has not segregated the funds.” (Complaint, p. 3, {4; seeid,, p. 2,93
[“[t]he state and federal funds were co-mingled [sic]”].) As is explained below, this is simply
incorrect: there was never any commingling of the funds from the Federal Committee with any
funds from the State Committee. Accordingly, the present transaction is covered by the
principles dlscussed i Advrsory Oprmon 2002:08 which concluded that federal funds that had
been loaned or transferred to a state comimittee could be transferréd back to the. federal
committee without: vwlatmg 11 CFR 110.3(d) as long as those funds had not been commingled
w1th the state commlttee S funds As set forth below, that is exactly what occurred here.

N On June 30,2015, Mr. Portantmo s Federal Commlttee transferred $275 000 to his State
Commlttee as'd loan. As the complaint notes, this transfer of funds was explicitly reported on his
Federal Conimittee report as'a “lodn.” (See FEC July 15, 2015 Quarterly Report, pp. 6-8
[Schedules B & C].) Contrary to the allegations in the complaint, the transaction was originally
reported as a “loan” on Mr. Portantino’s State Committee report, as well. (See Anthony
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Portantino For Senate 2016, Form 460 (July 31, 2015), pp. 1, 3, & 367 [enclosed with this
letter].) However, in order to ensure compliance with California’s own campaign contribution
limitations, the California Fair Political Practices Commission (FPPC) requested the State
Committee to break down the $275,000 transfer into numerous individual within-the-limit
contributions, attributing each of those contributions to an identified donor to the Federal
Committee, and in order to prevent the appearance of “double-counting” the same $275,000 as

"both the sum of those individual contributions and as a lump-sum transfer/loan, the FPPC

requested that the State Committee delete its original reporting of the $275,000 as a “loan.” The
State Committee, per the FPPC’s request, therefore filed an amendment to its July 31, 2015 Form
460 deleting Schedules B’s reporting of the $275,000 transfer as a “loan.” (See Anthony
Portantino For Senate 2016, Amended Form 460 (filed February 29, 2016), pp. 1 & 3, noting
“Removed unnecessary reporting on Schedules A, B and I” [also enclosed with this letter].)

The funds that were used for this $275,000 loan/transfer were not cash deposits, but were

. securities held in an Edward Jones brokerage account in the name of the Federal Committee.

Because Mr. Portantino was not certain at the time the transfer/loan was made that his State
Committee would actually need to use the funds for his state campaign, and because he did not
want to needlessly incur capital gains and pay taxes on the sale and conversion of those securities
into cash, the securities that constituted the $275,000 in value were never actually sold nor
cashed. Instead, the ownership of the securities at the Edward Jones brokerage was merely
changed from the Federal Committee to the State Committee. Thus, contrary to the allegations in
the complaint, the $275,000 in funds were at all times segregated from the cash funds in the State
Committee’s bank account, and there was absolutely no commingling of federal and state funds.

As it turned out, Mr. Portantino’s principal primary opponent in his state election dropped
out of the race and he did not in fact need to use any of the $275,000 that the Federal Committee
had loaned the State Committee for his state primary election. Ownership of those very same
securities was therefore transferred back to the Federal Committee, and the Federal Committee
reported on its April 15, 2016 Quarterly Report that the loan was properly repaid by the State
Committee. (See FEC April 2016 Quarterly Report, p. 8 [Schedule C].)

In essence, although the “ownership” of the $275,000 in securities changed from the
Federal Committee to the State Committee and back again, these were entirely “paper
transactions,” ensuring that there was no commingling of those federal funds with
Mr. Portantino’s state funds. Nor were any of the federal funds ever used in connection with
Mr. Portantino’s state election. As in Advisory Opinion 2002-08, “the concerns that were
articulated in the Explanation and Justification [for 11 CFR 110.3(d)] in regard to transfers from
State to Federal committees are wholly absent in this situation,” and those funds “may be
redeposited into the Federal committee’s account without violating 11 CFR 110.3(d).”

(A0 2002-08, pp. 2-3.)
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We trust that this explanation of the transactions at issue makes clear that there is no
merit to the complaint in MUR 7109 and that the complaint should be summarily dismissed
without further action. If we can be of any further assistance, please let me know.

Sincerely,,
Z 4 Mt

Fredric D. Woocher

Enclosures
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